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PROFIT  SHARING  AND  PRODUCERS^  CO-OPERATION 

IN  CANADA. 


T the  present  time,  when  the  disputes  between  capital 


and  labour  have  reached,  or  are  fast  reaching,  a state  of 
acute  tension,  any  proposals  aimed  at  promoting  better  rela- 
tions between  employers  and  employed,  when  framed  with 
the  express  intention  of  giving  labour  a greater  share  in  the 
profits,  and  more  influence  in  the  conduct  of  industry,  are  of 
peculiar  interest. 

Two  schemes,  closely  allied  to  each  other  although  not 
neeesRarilv  nor  iudppd  generally  allied,  are  profit-sharing 
and  producers'  co-operation.  Midway  between  the  two 
lies  labour  co-partnership,  thus  forming  the  connecting  link. 
The  last,  if  pushed  to  its  logical  conclusion,  is  the  natural 
although  not  inevitable  goal  of  the  first.  All  three  systems 
have  been,  and  in  a few  instances  still  are  to  be  found  in 
Canada : a study  of  them  cannot  but  prove  of  interest. 

Definition.'^ 

Profit-sharing  is  understood  to  involve  an  agreement  be- 
tween an  employer  and  his  work  people  under  which  the  latter 
receive,  in  addition  to  their  wages,  a share,  fixed  beforehand, 
in  the  profits  of  the  undertaking.  A grant  or  bonus,  made  at 
the  absolute  discretion  of  an  employer,  and  not  upon  any  pre- 


, have  followed  here  the  definitions  given  in  the  report  of  the  Eng- 

I lish  Board  of  Trade  on  Profit-sharing  and  Labour  Co-partnership  in  the 
' United  Kingdom.  Cd.  6496.  1912. 

f The  material  for  this  study  has  been  gathered  from  a great  many 

sources.  The  report  to  the  English  Board  of  Trade  lists  six  examples  in 
Canada  of  profit-sharing.  The  files  of  the  Labour  Gazette  have  supplied 
a like  number,  and  its  editor,  Mr.  Bryce  Stewart,  has  kindly  put  me  on 
the  track  of  a few  more.  The  other  examples  have  been  supplied  to  me 
from  different  sources,  and  through  personal  investigation.  In  every 
instance  information  has  been  most  willingly  and  courteously  given  in 
answer  to  inquiries  addressed  to  the  firms  in  question.  None  of  the 
instances  of  Producers’  Co-operation  have  been  published  before. 


arranged  basis,  is  not  a case  of  profit-sharing  for  the  present 
purpose. 

Labour  co-partnership  is  an  extension  of  profit-sharing, 
enabling  the  worker  to  accumulate  his  share  of  profit  in  the 
capital  of  the  business  employing  him,  thus  gaining  the  rights 
and  responsibilities  of  a shareholder.  A still  further  stage  is 
found  in  some  co-partnership'  schemes  which  provide  for  a 
direct  share  in  the-naaaagement  as  well  as  a share  in_^  pro- 
fit^, one  or  more  seats  on  the~board^f  directorTb^ng  expressly 
reserved  for  representatives  of  the  work  people.  ’ 

Produ^fs'  co-operation^sj^t  system  by  which  the  whole 
management  of  thebusiness  is  turned  over  to  the  employees 
and^he  profits  therefrgnrdivIHCT  the^^gihal 

owner  of  the  concern  retaining  a share 'fixed  by  mutual  ar- 
rangement beforehand. 

Of  these  three  systems,  we  have  had  in  Canada  thirteen 
experiments  at  profit-sharing,  that  is  to  say  where  the  share 
in  the  proeeds  of  industry  is  agreed  upon  beforehand.  There 
have  also  been  a large  number  of  firms  which  have  given 
bonuses,  as  an  act  of  grace,  and  not  on  any  prearranged  scale. 
Particularly  so  is  this  true  at  the  present  time  where  many 
business  houses  are  giving  war  bonuses  to  their  employees, 
notably  among  the  coal  miners.  These,  however,  do  not  con- 
form to  our  definition  and  may  be  disregarded. 

Of  the  second  category,  labour  co-partnership,  we  find 
nine  examples  in  Canada.  It  is  interesting  to  note  that  of 
these  nine  only  one,  Messrs.  Stanley  Mills  & Co.  of  Hamilton, 
presents  the  feature  of  reserving  on  the  Board  of  Directors 
seats  for  the  labour  co-partners. 

Of  producers’  co-operation  we  have  had  eight  examples, 
all  of  which  are"de^nct7"Wemust,Ti  acknowled'^  that, 

so  far  as  can  be  ascertained,  we  have  had  no  example  of  an 
employer  handing  over  his  business  to  his  work  people,  but  all 
the  schemes  pf-^pro^upers’  co-operation  have  originated  among 
the  workers  whg^ha^veTeBLlheiT'Tdfm^  and  set 

u^^Jor^hemselv^.  In  1914  a proposal  wasmiade  b^^ certain 
employer,  whose  name  need  not  be  mentioned,  to  hand  over  his 
business  to  his  employees,  but  although  the  details  of  the  whole 


3 


rarrangement  were  carefully  worked  out,  the  outbreak  of  war 
and  the  ensuing  uncertainty  in  trade  prevented  it  from  being 
carried  out. 

History. 

It  is  not  the  intention  of  this. little  study  to  detail  the  his- 
tory of  profit-sharing  and  producers'  co-operation,  the  litera- 
ture on  the  subject  is  already  sufficiently  large,  but  simply  to 
recount  the  experiences  of  those  who  have  tried  it  in  Canada. 
Both  systems  originated  in  France,  or  perhaps  it  would  be 
said  found  their  modern  expression  in  France,  as  the  theory 
at  least  of  profit-sharing  was  known  in  England  before  it  was 
started  in  Paris  in  1842  by  Leclaire,  a prosperous  house  deco- 
rator. He  was  the  first  to  put  the  idea  in  a practical  working 
form;  although  there  was  undoubtedly  an  attempt  made  in 
Ireland  at  an  even  earlier  date.  Since  then  the  system  has 
been  tried  in  almost  every  country  with  varying  success,  often 
with  no  success  at  all,  the  mortality  among  experiments  of  this 
hind  being  very  high.  For  instance,  of  the  299  recorded  in- 
stances of  profit-sharing  schemes  in  England,  163,  were,  in 
1912,  defunct,  and  no  information  as  to  what  has  happened 
to  the  survivors  since  the  war  is  as  yet  obtainable.^  In  the 
United  States  also,  a large  number  of  schemes  have  failed, 
there  being  only  60  at  present  in  force,  and  certainly  more 
than  that  number  have  failed.^.  The  mortality  in  Canada  has 
been  equally  high.  Of  the  thirteen  profit-sharing  schemes, 
eight  are  now  defunct,  and  of  the  nine  co-partnerships  two 
have  been  discontinued ; while,  as  has  been  mentioned  before, 
all  the  ^producers'  co-operative  systems  have  failed. 

Reasons  for  Failure. 

The  reasons  why  such  ill-success  has  met  so  many  efforts 
at  introducing  profit-sharing  schemes  are  not  far  to  seek,  and 
may  be  summarized  as  follows.  On  the  side  of  the  employers 


^Report  of  English  Board  of  Trade,  p.  15. 

^Profit  sharing  in  the  United  States  by  Boris  Emmet,  Bulletin  208 
of  U.S.  Dept,  of  Labour,  1917.  Contains  a very  detailed  analysis  of 
profit-sharing  schemes. 
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it  was  often  found  that  the  hoped  for  result,  in  the  shape  of 
increased  zeal  and  efficiency  on  the  part  of  the  work  people, 
did  not  show  itself.  The  complaints  on  this  score  are  numerous 
and  bitter.  Over  and  over  again  we  find  the  employer  stating 
that  he  abandoned  the  scheme  because  his  employees  showed 
no  appreciation  of  the  benefits  extended  to  them,  looking  upon 
the  increased  remuneration  as  their  right,  and  not  as  a privi- 
lege or  an  incentive  to  greater  efforts,  and  not  considering  it 
incumbent  upon  them  to  make  any  attempt  to  increase  their 
efficiency.  Bitterly  disappointed  in  this  the  employer  has 
thrown  up  the  scheme  in  disgust.  Another  fruitful  cause  of 
discontinuance,  even  when  the  system  has  been  working  well, 
has  been  a change  in  the  business  or  in  managership  leading 
to  reorganization  and  a dropping  of  the  scheme.  This,  of 
course,  cannot  be  attributed  to  any  defects  in  the  system  or 
theory  of  profit-sharing. 

The  Trade  Unionist  Attitude. 

On  the  side  of  the  employees  we  find  several  reasons,  the 
most  compelling  of  which  is  the  unalterable  hostility  of  the 
trade  unions  to  any  form  of  profit  sharing  or  labour  co-part- 
nership. In  a recent  study  of  profit-sharing  in  the  United 
States,®  the  opinions  of  21  American  labour  leaders  are  quoted,^ 
and  all  of  them,  without  a single  exception,  are  absolutely 
opposed  to  the  system  under  any  circumstances.  For  instance,. 
Mr.  Samuel  Gompers  says : '‘This  proposition  has  never  been 
seriously  considered  by  the  organizations  of  labour.  I desire 
to  say  further  that  it  has  come  under  my  observation  that  some 
employers  who  have  inaugurated  systems  of  so-called  profit- 
sharing  have  pared  down  the  wages  of  their  employees  so  that 
the  combined  sharing  of  profits  and  their  wages  did  not  equal 
the  wages  of  employees  of  other  companies  in  the  same  line  of 
industry.  What  we  are  especially  interested  in,  more  than 
profit-sharing,  is  a fair  living  wage,  reasonable  hours  and  fair 
conditions  of  employment.’’  Other  opinions  are  all  along  the 


^Profit-sharing  by  American  Employers,  published  by  the  National 
Civic  Federation,  New  York,  1916. 
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same  lines,  the  argument  invariably  being  that  if  the  employ- 
ees have  deserved  a greater  share  in  the  proceeds  of  their 
industry,  it  should  be  given  to  them  in  the  shape  of  higher 
wages.  Another  objection  invariably  made  is  that  the  system 
is  primarily  aimed  at  keeping  men  from  joining  the  unions, 
which  is  quite  frankly  acknowledged  to  be  true  by  many  em- 
ployers who  have  tried  the  plan. 

Perhaps  the  most  comprehensive  and  just  system  of  profit- 
sharing  ever  tried  was  that  started  by  Sir  Christopher  Furness 
in  his  great  shipbuilding  yards  in  England.  This  great  scheme, 
which  attracted  wide  notice,  lasted  but  a very  short  time  and 
was  abandoned  at  the  request  of  the  men  themselves,  who, 
although  absolutely  satisfied  with  the  plan,  saw  in  it  the  great- 
est foe  to  trade  unionism,  and  who,  in  a spirit  of  altruism, 
rather  than  endanger  their  principles,  were  willing  to  sur- 
render the  benefits  accruing  to  them  under  the  scheme.  Mr. 
G.  N.  Barnes,  the  labour  leader  in  England,  said  of  this  experi- 
ment : 'Tf  all  the  employers  in  England  were  as  fair-minded 
and  as  decent  as  Sir  Christopher  Furness,  there  would  be  no 
use  for  the  unions,  and  we  could  alford  to  disband  ; but  unfor- 
tunately not  all  employers  are  of  his  type,  and  if  we  should 
disband  to-morrow,  we  should,  under  economic  pressure, 
gradually  drift  back  to  where  we  were  twenty-five  years  ago, 
or  worse.’'  ® 

A report  to  the  Fabian  Society  by  Mr.  and  Mrs.  Sidney 
Webb  is  uncompromisingly  hostile.  ^‘The  aim  of  profit-sharing 
is  not  the  finding  of  a new  organization  of  industry  so  that  it 
may  be  governed  in  the  interests  of  the  community  rather  than 
in  those  of  individuals,  but  the  discovery  of  a way  to  avoid 
conflicts  between  the  capitalized  employer  and  the  wage  earner 
in  his  service.”  ^ This  impeachment  is,  of  course,  frankly 
accepted  by  the  authorities  on  co-partnership.  Mr.  Aneurin 
Williams  says:  ''Co-partnership  in  its  ultimate  development 

seeks  to  promote  a harmony  of  interests  between  the  workers. 


^Quoted  in  report  of  National  Civic  Federation. 

^The  New  Statesman,  Feb.  14,  1914.  Supplement  on  Co-operative 
Production  and  Profit-sharing. 
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whether  with  hand  or  brain,  and  those  who  find  the  capital. 
From  socialism  and  from  syndicalism,  from  voluntary  associa- 
tion and  from  capitalism,  it  takes  the  best  elements  and  strives 
to  conserve  and  to  harmonize  them  in  the  common  interest  of 
all/’ « 

Such  an  ideal,  to  the  thorough-going  trade  unionist,  is  an 
impossible  one.  What  he  regards  as  economic  justice  for  the 
worker  can  only  be  won  through  trade  unionism,  and  the  final 
conclusions  of  Mr.  and  Mrs.  Webb  are  fully  in  consonance  with 
this  attitude.  "‘No  schemes  of  profit-sharing,  or  the  sale  of 
shares  to  employees,  or  permission  to  them  to  have  representa- 
tives in  the  board  of  directors — philanthropic  in  intention  as 
some  of  them  may  be^ — avail  to  rescue  the  manual  workers 
from  the  penury  and  economic  subjection  incident  to  the  capi- 
talist system ; no  such  scheme  ought  for  a moment  to  be  enter- 
tained which,  by  causing  the  workers  to  abandon  trade  union- 
ism, to  forego  the  right  to  strike,  or  to  enter  into  long-term 
agreements  terminating  at  different  dates,  places  them  at  the 
employer’s  mercy.  Even  the  best  of  profit-sharing  schemes 
have  proved  to  offer  the  employees  advantages  which  are 
largely  delusive,  and  have  the  drawback  of  militating  against 
the  maintenance  of  an  effective  standard  of  life  for  the  trade 
as  a whole.  There  are  some  schemes  of  profit-sharing,  put 
forward  as  philanthropic,  which,  in  their  absence  of  security 
against  the  arbitrary  fixing  of  nominal  capital  on  which  inter- 
est is  charged,  in  their  failure  to  set  any  legal  limit  to  the 
salaries  awarded  to  themselves  by  the  directors  and  managers, 
and  in  their  lack  of  any  restriction  as  to  the  sum  that  may  be 
taken  out  of  profits  for  depreciation  and  reserves,  amount  ac- 
tually to  traps,  if  not  even  to  fundamental  traps,  to  catch  the 
unwary  workman  who  is  nominally  admitted  as  a partner.” 

Finally  the  Webb  report  makes  an  observation  which  is 
well  worthy  of  the  closest  consideration.  ‘Tt  is  indeed  plain, 
on  the  ordinary  principles  of  prudence,  that  the  very  last  in- 
vestment that  a workman  ought  to  choose  for  his  savings  is 


®Co-partnership  and  Profit-sharing,  by  Aneurin  Williams,  in  the 
Home  University  Library  Series. 
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the  industry — least  of  all  the  very  enterprise — on  which  he 
depends  for  his  daily  bread.’" 

Beneficial  Results  from  Profit-sharing, 

Having  now  given  the  objections  raised  by  organized  la- 
bour to  profit-sharing,  it  is  only  fair  to  speak  of  the  definitely 
beneficial  results  that  have  been  attained.  The  report  of  the 
National  Civic  Federation,  already  referred  to,  summarizes 
these  benefits  as  follows: — 

1.  Promotes  more  continuous  service  and  more  regular 
attendance. 

2.  Builds  up  confidence. 

3.  Eliminates  the  rolling-stones  and  encourages  home 
building. 

4.  Enables  companies  to  keep  employees  during  the  rush 
season. 

5.  Creates  a better  spirit  among  the  workmen,  notably 
increasing  the  loyalty  and  interest  on  the  part  of  those  retain- 
ing their  stock,  and  produces  a greater  spirit  of  co-operation 
between  employer  and  employee. 

6.  Promotes  regularity  of  employment,  and  increases  the 
effectiveness  and  profits  of  the  business. 

Such  results  cannot  be  ignored  and  must  not  be  under- 
estimated. They  are  all,  from  the  point  of  view  of  the  work- 
man, as  much  as  from  that  of  the  employer,  highly  desirable. 

Employers’  Objections  to  Profit-sharing. 

But  we  also  find  some  very  strong  opinions  expressed  by 
employers  who  have  tried  the  system  in  objection  to  it,  which 
may  be  summarized  as  follows: — 

1.  Failure  of  employees  to  grasp  the  significance  of  the 
system. 

2.  Dissatisfaction  on  the  part  of  the  employees  when  the 
profits  are  small. 

3.  Employees  count  on  bonus  payments  and  make  use  of 
them  in  advance. 

4.  Preference  on  the  part  of  employees  to  have  their 
wages  raised  instead  of  receiving  a bonus. 
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5.  The  sale  of  stock  to  outsiders  in  thos^  cases  where  the 
stock  is  distributed. 

A moment's  reflection  will  show  that  the  whole  question 
turns  on  the  one  great,  fundamental  problem,  is  labour  entitled 
to  a greater  share  in  the  products  of  industry,  aside  from  any 
philanthropic  efforts  on  the  part  of  individual  employers,  or, 
in  other  words,  should  a greater  share  in  profits  be  conceded 
to  all  labour  as  a matter  of  right,  or  as  a matter  of  grace  by 
well-disposed  employers  ? There  lies  the  crux  of  the  whole  prob- 
lem, and  the  answer  to  it  is  not  the  immediate  concern  of  this 
study,  but  must  be  left  to  the  individual  reader  to  supply  for 
himself, 

Canadian  Examples  of  Profit-sharing. 

The  examples  of  profit-sharing  to  be  found  in  Canada 
afford  some  very  interesting  instances  of  success  and  failure. 
Success  has  come,  as  will  be  readily  seen  from  a perusal  of  the 
record,  where  the  relations  between  employers  and  men  have 
always  been  of  a cordial  description,  and  where  the  offer  of  a 
profit-sharing  scheme  has  been  accepted  by  the  employees  in 
the  spirit  in  which  it  has  been  made,  that  of  cordial  goodwill 
and  mutual  esteem.  The  men  were  not  unionized,  were  gener- 
ally of  long  standing  in  the  firm  and  received  the  extra  money 
paid  out  to  them  as  a mark  of  appreciation  for  faithful  service. 
Such  a spirit  marks,  perhaps,  the  happiest  relations  that  can 
possibly  exist  in  the  industrial  world. 

Not  all  the  instances  are  given  in  full,  several  being  omit- 
ted as  not  exhibiting  features  of  particular  interest,  but  a 
sufficient  number  are  cited  to  give,  it  is  hoped,  a clear  view  of 
the  movement  as  it  has  developed  in  Canada.  In  every  case 
permission  was  sought  from  the  firms  involved,  and  most  will-  ' 
ingly  given,  to  publish  their  experiences. 

The  W.  F.  Hatheway  Company,  Limited,  of  St.  John,  New 
Brunswick,  wholesale  dealers  in  tea,  flour,  etc.®  This  company 
has  the  honour  of  being  the  first  in  the  field,  so  far  as  records 


^Details  published  in  report  to  English  Board  of  Trade.  The  sub- 
sequent history  of  the  scheme  has  been  very  courteously  supplied  by  the 
firm  itself. 
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are  available,  it  having  operated  a scheme  of  profit-sharing 
from  1888  to  1913.  Since  that  date  the  changed  conditions 
occasioned  by  the  war  has  necessitated  an  abandonment,  per- 
haps only  a temporary  one,  of  the  system.  Employees  with 
salaries  of  from  $1000  to  $1500  received  2 per  cent,  of  the 
company's  net  profits;  those  with  salaries  of  from  $500  to 
$1000  received  1 per  cent. ; and  workmen  in  the  tea  room  and 
warehouse  received  from  4 to  1 per  cent.,  according  to  wages. 
The  bonus  was  paid  in  cash ; but  the  participants  were  strong- 
ly advised  to  leave  their  bonuses  on  deposit  with  the  firm, 
receiving  6 per  cent,  interest  thereon,  and  nearly  all  of  them 
did  so.  The  sums  so  deposited  were  intended  only  to  be  drawn 
upon  in  the  event  of  a death  in  the  family,  or  other  serious 
emergency,  or  for  investment  in  land,  a house,  etc.  The 
scheme  worked  well,  and  the  company  report — 

‘‘We  found  that  many  of  the  employees  were  able  to  save 
money,  and  frequently  it  so  occurred  that  when  anyone  had  to 
leave  our  employ  he  was  able  to  take  with  him  quite  a reason- 
able amount  of  money  he  had  saved,  and  which  was  bringing 
interest."  The  company  also  says:  “It  gave  the  employees 

an  amount  to  fall  back  on  in  case  of  sudden  disaster  or  wish 
to  start  for  themselves.  It  made  them  take  a much  greater 
interest  in  their  work,  and  more  careful  about  stock,  book- 
debts,  etc.,  producing  a better  attention  to  business;  bad  ac- 
counts were  watched,  and  old  stock  sold  more  promptly." 

The  John  Morrow  Machine  Screw  Company,  LimitedJ^  of 
Ingersoll,  Ont.,  had  a profit-sharing  scheme  in  operation  from 
1903  to  1908,  under  which  in  1906  the  sum  of  $1500  was  dis- 
tributed. The  reasons  for  abandonment  were  that  the  com- 
pany found  the  amount  distributed  too  small  to  be  appreciated, 
and  after  the  first  year  or  two  the  employees  regarded  the 
bonus  as  their  due.  The  company  finally  concluded  “that  good 
wages  and  a bonus  system  enabling  the  employees  to  earn  in- 
creased wages  by  better  work  were  more  satisfactory  than  the 
system  of  allowing  the  employees  to  share  in  the  profits  at  the 
close  of  the  business  year." 


Given  in  English  report,  p.  109. 
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The  British  Columbia  Electric  Railway  Company.^^  This 
company,  operating  street  railway  systems  in  Victoria,  Van- 
couver, and  New  Westminster,  introduced  profit-sharing  in 
1902.  After  paying  4 per  cent,  on  the  ordinary  shares,  the 
balance  of  profits  available  for  dividends  was  allotted  as  to 
two-thirds  to  the  ordinary  shareholders  and  as  to  one-third  to 
the  employees.  Every  employee  who  had  worked  for  twelve 
months  regularly  in  each  year  was  entitled  to  participate,  all 
sharing  alike  without  regard  to  rank  or  length  of  service. 
This  feature,  differing  from  most  systems  where  wages  and 
length  of  employment  are  taken  into  account  in  apportioning 
the  shares,  was  explained  by  the  company  in  saying  that  in 
their  view  ‘The  share  in  the  profits  was  intended  to  repTesent 
an  appreciation  of  loyalty,  and  there  was  no  reason  why  loy- 
alty should  not  be  equally  appreciated  when  found  in  em- 
ployees receiving  a small  salary  as  those  who  are  better  paid.’^ 

In  1903  the  sum  of  $7,500  was  distributed,  each  man  re- 
ceiving $25,  and  in  1910  $60,000,  the  individual  share  being 
$57.31,  although  an  even  larger  individual  share,  $66.78,  had 
been  allotted  in  1908.  The  reason  for  this  decline  in  the  share 
to  each  man  was  owing  to  the  fact  that  the  company  from 
1908  to  1910  was  incurring  heavy  capital  expenditure  in  carry- 
ing out  great  extensions,  which  were  not  at  first  quite  so 
remunerative  as  the  old  established  routes.  This  extension 
had  brought  a large  number  of  new  employees  into  the  com- 
pany’s service,  who  had  not  served  long  enough  to  entitle  them 
to  the  bonus,  and  these  new  men  agitated  against  the  bonus, 
although  the  older  employees  were  satisfied  with  the  system. 
The  company  therefore  abolished  the  profit-sharing  system  in 
1910,  giving  instead  a general  increase  in  wages. 

The  Wortman  & Ward  Manufacturing  Company}^  The 
scheme  of  profit-sharing  inaugurated  and  carried  out  by  this 


12Ibid. 

am  indebted  to  the  courtesy  of  Mr.  W.  H.  Wortman  for  the  de- 
tails of  this  system,  hitherto  unpublished,  and  for  the  table  given  below. 


—11— 


company  in  London,  Ontario,  was  of  such  an  unique  and  inter- 
esting description  that  it  is  worthy  of  detailed  notice.  Accord- 
ing to  Mr.  Wortman,  who  has  been  good  enough  to  supply  the 
particulars,  the  system  was  a '‘home-made  one.''  The  em- 
ployees of  the  firm  were  divided  into  ten  classes,  according  to 
number  of  years'  service,  all  who  had  served  over  ten  years 
being  reckoned  in  the  tenth  class.  The  aggregate  of  the  year's 
wages  paid  to  the  men  was  considered  as  stock  and  the  amount 
added  to  the  capital  stock  of  the  company  outstanding.  That 
is  to  say,  to  take  a purely  hypothetical  case,  supposing  the 
capital  stock  of  the  company  to  have  been  $200,000,  and  ths 
aggregate  amount  of  wages  paid  out  annually  was  $50,000, 
the  amount  was  reckoned  as  $250,000.  After  ten  per  cent,  had 
been  deducted  from  the  year's  profits  for  the  shareholders,  the 
balance  was  divided  among  the  employees  and  the  shareholders 
in  the  proportion  that  the  total  amount  of  wages  bore  to  the 
share  capital,  in  the  hypothetical  case  mentioned,  the  shares 
of  course  being  one-fifth  to  the  employees,  and  four-fifths  to 
the  shareholders.  This  share  was  then  divided  among  the  men 
in  accordance  with  the  following  somewhat  novel  and  involved 
but  yet  effective  plan: 


10  year  men 

100 

20 

$20.00 

60 

$1200 

$60 

9 year  men  

90 

5 

4.50 

60 

270 

54 

8 year  men  

80 

3 

2.40 

60 

144 

48 

7 year  men 

70 

3 

2.10 

60 

126 

42 

6 year  men 

60 

3 

1.80 

60 

108 

36 

5 year  men 

50 

2 

1.00 

60 

60 

30 

4 year  men 

40 

4 

1.60 

60 

96 

24 

3 year  men 

30 

3 

.90 

60 

54 

18 

2 years  men 

20 

3 

.60 

60 

36 

12 

1 year  men  

10 

21 

2.10 

60 

126 

6 

37.00 

2214 

Less  than  1 year 

50 

1.50 

75 

150 

117 

38.50 

2289 
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The  explanation  of  the  above  table  is  as  follows : For  the 
purpose  of  arriving  at  the  proportion  to  go  to  each  class,  every 
year  a man  had  served  up  to  ten  was  reckoned  as  10  cents 
(column  2).  The  amount  thus  arrived  at  was  then  multiplied 
by  the  number  of  men  in  each  class,  the  result  being  the  figures 
in  column  4,  which  serve  as  the  basis  for  the  share  to  go  to 
that  particular  class.  It  was  then  necessary  to  arrive  at  a 
common  divisor  of  the  whole  amount  to  be  divided  for  each 
class,  and  this  was  arrived  at  by  taking  a round  sum  of  $2300, 
deducting  from  it  $75,  the  amount  to  be  divided  among  those 
who  had  served  less  than  one  year,  and  dividing  this  sum  by 
the  amount  for  the  ten  classes  in  column  4,  namely  37.  The 
result  was  60,  and  the  amounts  in  column  4 were  then  each 
multiplied  by  60,  the  result  being  column  6,  which  was  divided 
by  the  total  number  of  men  in  each  class,  the  result  being  the 
individual  shares  as  shown  in  column  7. 

This  system  worked  admirably,  and  was  greatly  appreci- 
ated by  the  men.  The  company  had  in  its  employ  over  50  men 
whose  length  of  service  averaged  over  ten  years,  many  of  them 
with  over  20  years.  Mr.  Wortman  sold  out  the  business  in 
1913,  and  under  the  new  management  the  profit-sharing 
scheme  was  dropped. 

Messrs.  Stamley  Mills  <&  Co.,  Ltd.  This  firm,  which  op- 
erates a large  departmental  store  in  Hamilton,  started  a profit- 
sharing  scheme  on  the  stock-subscription  plan  in  1903.  As 
originally  planned  the  scheme  was  a distinct  success,  but  un- 
fortunately the  reorganization  of  the  business  made  it  neces- 
sary to  alter  the  system  somewhat,  and  the  conditions  proved 
disappointing  in  arousing  the  interest  of  the  employees.  The 
capital  of  the  company  consisted  originally  of  $450,000  in 
common,  and  $50,000  in  preferred  stock,  all  in  $25  shares.  The 
preferred  shares  were  intended  for  employees  only,  the  divi- 
dend of  8 per  cent,  being  cumulative  and  paid  before  any 
dividend  was  paid  to  the  ordinary  stockholders.  Bonuses  of  1 
and  2 per  cent,  were  also  paid  to  holders  of  preferred  shares 
when  the  company  had  an  especially  good  year.  The  shares 
were  sold  to  the  employees  at  par,  and  could  not  be  sold  or 
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transferred  to  any  person  other  than  the  company,  and  an 
employee  holding  shares  on  leaving  the  company's  service  was 
under  obligation  to  surrender  his  stock  to  the  company  at  its 
par  value. 

In  1911  the  number  of  employees  of  the  company  varied 
from  128  to  253,  and  at  the  end  of  the  year  there  were  31  em- 
ployees who  owned'  587  shares  of  the  value  of  $14,675.  In 
1913  the  company  reorganized  its  capital.  Employees,  who 
were  also  shareholders,  with  at  least  five  years'  service,  were 
given  the  option  of  exchanging  their  old  8 per  cent,  preferred 
shares  for  new  7 per  cent,  preferred  shares,  together  with  a 
bonus  of  100  per  cent,  in  common  stock,  which  was  more  valu- 
able than  the  preferred.  Such  shareholders  participate  as 
ordinary  shareholders  in  the  risks  and  profits  of  the  business, 
and  they  are  permitted  to  retain  their  shares  upon  leaving  the 
employment  of  the  company.  Of  the  effect  of  this  reorganiza- 
tion, the  company  writes  as  follows:  ‘‘The  result  was  some- 
what of  a disappointment  to  us,  as  comparatively  few  took 
advantage  of  our  offer.  Those  who  did  subscribe,  however, 
represented  the  best  element  in  the  store.  We  regret  that  we 
cannot  report  any  great  success  to  our  scheme  to  interest  our 
employees.  The  result  might,  in  a sense,  justify  the  statement 
that  the  average  wage  earner  knows  little  or  nothing  of  joint 
stock  corporations,  and  hence  such  persons  are  sensitive  or 
over-cautious  in  these  matters,  especially  when,  perhaps,  one 
or  more  others,  who  have  nothing  to  invest,  are  apt  to  ridicule 
the  idea." 

The  W,  J.  Gage  Company,  The  profit-sharing  system  un- 
dertaken by  this  large  firm  of  manufacturing  stationers  in 
Toronto  can  best  be  described  in  the  words  of  Mr.  A.  G. 
Parker,  the  Secretary-Treasurer  of  the  company,  who  has 
kindly  given  the  following  outline  of  the  scheme : '‘We  have 

been  operating  a simple  system  of  profit-sharing  in  our  busi~ 
ness  here  for  a number  of  years,  which  in  practice  amounts  to 
the  following : — A block  of  the  unpaid  capital  stock  of  the  com- 
pany is  allotted  to  Mr.  W.  J.  Gage  as  a trustee ; he  enters  into 
an  agreement  with  each  of  the  employees  (heads  of  depart- 
ments and  men  in  responsible  positions)  under  which  they  are 
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permitted  to  purchase  from  one  to  five  thousand  dollars'  worth 
of  stock,  depending  upon  the  importance  of  their  position  in 
connection  with  the  house.  As,  of  course,  dividends  cannot  be 
paid  upon  capital  stock  which  is  not  paid  up,  dividends  are  not 
declared  upon  this  stock  but  the  agreement  with  each  employee 
provides  that  a bonus  will  be  paid,  equivalent  to  the  current 
dividend  ; this  bonus  to  be  applied  on  the  payment  of  the  stock 
against  which  there  is  a first  charge  of  6%  per  annum  for 
interest.  If  in  any  year  there  is  no  dividend,  then  no  interest 
is  charged.  If  in  any  year  the  dividend  is  6%  or  under,  then 
the  amount  of  the  dividend  is  regarded  as  payment  in  full  of 
the  interest.  If  the  bonus  be  above  6%  then  the  amount  above 
the  interest  charge  is  credited  on  the  purchase  of  the  stock. 
Permission  is  given  for  an  employee  to  make  any  additional 
payments  he  may  so  desire  during  the  term  of  the  agreement, 
which  is  usually  for  five  years.  At  the  end  of  the  period,  the 
stock  actually  paid  for  becomes  the  property  of  the  employes, 
subject,  however,  to  an  understanding  that  in  the  event  of  the 
employee  leaving  or  dying,  the  President  has  the  option  for 
sixty  days  to  buy  back  the  stock,  paying  for  it  the  amount  that 
has  actually  been  paid  in  as  the  purchase  price  of  the  stock. 

‘The  above  arrangement  applies,  as  we  have  said,  to  men 
occupying  more  or  less  important  positions  in  the  house.  For 
the  benefit  of  those  who  do  not  participate  in  this  stock  pur- 
chase we  pay  an  annual  bonus  based  on  the  profits  of  the  year 
and  length  of  service.  Last  year  we  paid  to  all  our  employees, 
with  the  exception  of  those  above  referred  to,  who  had  been 
continuously  in  our  employ  for  twelve  months,  one  additional 
week's  salary  or  wages,  and  two  weeks'  additional  salary  or 
wages  to  those  who  had  been  continuously  with  us  for  two 
years  or  over.  The  first  block  of  $25,000  capital  stock  issued 
under  the  above  arrangement  has  all  been  taken  up  by  our 
employees  and  last  year  we  issued  another  block  of  about 
$22,000.  In  the  first  block  the  payments  were  extended  over  a 
period  of  five  years,  the  second  for  three  years." 

The  James  Walker  Hardware  Company,  Montreal.  In 
1907  this  company  adopted  an  arrangement  whereby  five  of 


—15— 


the  oldest  of  the  employees  of  the  firm  were  given  an  oppor- 
tunity of  subscribing  for  stock  in  the  company  at  par,  the  net 
earnings  thereon,  less  a percentage  representing  interest,  to 
be  applied  as  payment  on  the  shares.  Other  employees  bene- 
fited under  an  arrangement  whereby  a certain  sum  was  set 
aside  for  them,  of  which  ten  per  cent.,  after  deducting  interest, 
was  paid  to  them  on  a profit-sharing  basis.  This  plan  was  not 
a success  and  was  discontinued  because,  as  the  company  re- 
ports, ‘‘we  found  it  did  not  accomplish  the  results  desired.  Our 
men  seemed  to  feel  that  it  was  a gift,  rather  than  something 
for  which  they  had  to  work.  As  a matter  of  fact,  with  one 
exception,  it  did  not  produce  any  tangible  evidence  of  the  de- 
sire on  the  part  of  the  recipient  to  exert  himself  for  our  mu- 
tual benefit.’’ 

The  Steel  Company  of  Canada.  As  an  example  of  the  more 
elaborate  and  detailed  forms  of  profit-sharing,  no  better  can 
be  found  than  the  system  in  force  among  the  employees  of  the 
Steel  Company  of  Canada,  and  the  circular  issued  in  June, 
1913,  is  here  printed  in  full: 

‘Tt  is  the  desire  of  the  Company  that  the  employees  should 
share  in  the  success  of  the  Company  and,  with  this  end  in  view, 
it  offers  them  the  opportunity  to  subscribe  for  Preferred 
Shares  of  the  Capital  Stock  of  the  Company  on  a basis  which 
it  believes  will  appeal  to  them  as  favorable. 

The  Company  has  purchased  a certain  number  of  the 
Preferred  Shares  of  the  Company,  and  has  secured  an  option 
on  sufficient  to  bring  the  number  up  to  1500  shares  in  all, 
costing  the  Company  considerably  more  than  the  price  at 
which  it  is  offered  to  employees.  Quarterly  dividends  have 
been  paid  since  the  inception  of  the  Company  on  its  Preferred 
Stock  at  the  rate  of  7%  per  annum.  The  employees  are  in- 
vited to  subscribe  for  this  stock  on  the  following  terms : 

1.  The  employees  may  subscribe  for  this  stock  at  $83  per 
share,  and  the  number  of  shares  that  they  may  subscribe  for 
will  be  on  the  basis  of  salary  or  wages  earned  per  year. 

2.  Those  employees  who  have  earned  $600  per  year  or 
less  may  subscribe  for  one  share. 
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$ 600.00  to  $ 900.00 2 shares 

900.01  to  1,300.00 3 shares 

1.300.01  to  1,800.00 4 shares 

1.800.01  to  2,400.00 5 shares 

2.400.01  to  3,000.00 6 shares 

3,000.01  to  3,700.00 7 shares 

3.700.01  to  4,500.00 8 shares 

4.500.01  to  5,400.00 9 shares 

5.400.01  and  over 10  shares 


3.  In  case  the  total  subscription  exceeds  the  amount  of 
stock  available,  then  the  subscriptions  will  be  scaled  down  as 
determined  by  the  Trustees. 

4.  Payment  for  the  amount  of  stock  subscribed  for  by 
each  employee  shall  be  made  in  month  iy  instalments  of  at  least 
$1.50  per  share  per  month,  to  be  deducted  by  the  Company 
from  the  first  payment  in  each  month  of  employees'  salary  or 
wages. 

Subscribers  may  agree  to  pay  larger  instalments  than 
$1.50  per  month,  and  so  pay  for  their  stock  in  a shorter  time 
than  four  years,  and  so  long  as  such  subscribers  continue  in 
the  employment  of  the  Company,  and  continue  to  hold  in  their 
names  the  certificates  for  such  stock,  they  will  receive  the  same 
benefits  and  bonuses  as  other  subscribers  who  have  not  taken 
advantage  of  the  privilege  of  paying  more  than  $1.50  per 
share  per  month,  but  should  such  subscribers  leave  the  Com- 
pany or  sell  their  stock  they  will  forfeit  any  future  benefits 
and  bonuses. 

5.  The  subscriber  may  have  not  exceeding  five  years 
within  which  to  pay  his  subscription.  Interest  at  6%  per 
annum  will  be  charged  on  all  unpaid  amounts. 

6.  As  an  inducement  to  each  employee  under  this  plan  to 
make  his  payments  regularly,  until  the  amount  subscribed  for 
is  fully  paid,  and  to  retain  his  stock  thereafter  and  to  remain 
continuously  in  the  employ  of  the  Company,  the  Company  in 
the  month  of  July  in  each  of  the  four  years,  commencing  July, 
1914,  will  declare  a bonus  upon  the  stock  so  set  apart  for 
employees,  which  bonus  it  is  hoped  will  be  $5.00  per  share. 
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which  with  regular  monthly  payments  and  dividends  credited 
each  subscriber's  account,  less  interest  at  6%  on  unpaid 
amounts,  should  pay  for  this  stock  in  less  than  four  years. 

7.  All  who  subscribe  for  stock  on  this  basis,  and  are  on 
list  which  will  close  on  July  1st,  1913,  and  who  remain  con- 
tinuously in  the  employ  of  the  Company  during  the  period  of 
repayment  of  this  stock,  will  also  share  in  a 'further  bonus, 
which  cannot  now  be  ascertained,  but  which  will  be  derived 
from  the  following  sources,  viz. : 

Those  subscribers  who  during  the  period  of  payment  for 
stock  leave  the  employ  of  the  Company,  will  not  share  in  the 
bonuses  which  shall  have  been  declared  yearly  by  the  Company 
on  this  stock,  but  the  Company  will,  however,  pay  into  a spe- 
cial fund  each  year  those  bonuses  on  this  stock  which  would 
have  been  paid  to  subscribers  had  they  continued  with  the 
Company.  This  fund  shall  also  be  credited  with  6%  annual 
interest,  and  at  the  end  of  the  period  when  all  stock  shall  have 
been  paid  for  by  subscribers  the  total  amount  thus  accumu- 
lated will  be  divided  into  as  many  parts  as  shall  be  equal  to 
the  number  of  shares  subscribed  and  paid  for  by  subscribers 
who  shall  have  continued  in  the  employment  of  the  Company 
continuously  during  five  years. 

8.  In  the  event  of  a subscriber  leaving  the  service  of  the 
Company  before  his  stock  shall  have  been  fully  paid  for,  he 
will  not  be  entitled  to  receive  any  of  the  shares  subscribed  for, 
but  he  will  be  repaid  the  payments  that  he  had  made  on  ac- 
count of  the  stock,  with  interest  at  6%  per  annum,  but  he  will 
not  be  entitled  to  any  dividends  or  bonuses  that  have  been  cred- 
ited to  his  stock  account. 

9.  In  the  event  of  a subscriber  becoming  so  disabled  that 
he  will  be  permanently  incapacitated  from  resuming  his  then 
occupation,  or  dying  while  in  the  service  of  the  Company,  his 
estate  will  be  paid  all  payments  made  on  account  of  his  sub- 
scription, also  any  bonuses  credited  previously  to  his  disability 
or  death,  also  dividends  which  have  been  credited,  less  interest 
on  the  unpaid  purchase  price  at  6%  per  annum,  and  he  may 
take  this  out  in  paid  up  stock  at  purchase  price  or  cash  as  he 
or  his  estate  may  decide,  or  he  or  his  estate  may  pay  the  un- 


—18— 


paid  balance  on  subscribed  for  shares  and  receive  certificates 
therefor,  but  in  such  case  he  or  the  representatives  of  the 
deceased  will  thereafter  have  no  claim  on  future  bonuses  or 
benefits,  and  will  have  the  status  of  an  ordinary  shareholder 
of  Preferred  Stock. 

10.  In  case  a subscriber  discontinues  working  for  the 
Company,  ov^ing  to  sickness,  injury,  or  closing  down  of  works 
where  he  is  employed,  for  one  month  or  more  (not  exceeding 
120  days) , monthly  payments  need  not  be  made  by  him  during 
such  discontinuance  of  work. 

11.  In  the  event  of  a subscriber  being  discharged  from 
the  Company  he  will  be  entitled  only  to  be  repaid  the  payments 
that  he  has  made  upon  the  stock,  with  interest  at  the  rate  of 
6%  per  annum  thereon.  If  he  should  be  in  debt  to  the  Com- 
pany for  any  advances  made  on  wages  or  salary  or  any  other 
account,  this  indebtedness  will  be  first  paid  out  of  any  balance 
due  him. 

12.  All  subscriptions  by  employees  shall  be  made  with  the 
express  understanding  that  the  decision  of  the  Trustees,  who 
will  be  appointed  by  the  Company,  shall  be  final  with  respect 
to  the  rights  of  the  subscribers  and  all  questions  relating  to 
the  same.^’ 

'With  regard  to  the  success  of  this  scheme,  the  Treasurer 
of  the  company  says  : “This  scheme  worked  out  very  well, 

and  we  are  contemplating,  just  as  soon  as  the  second  Victory 
War  Loan  is  disposed  of,  giving  our  employees  a further  op- 
portunity of  purchasing  preference  shares.’'  The  allusion  to 
the  war  loan  is,  of  course,  in  reference  to  the  facilities  given 
by  this  company,  and  many  others  in  Canada,  to  its  work  peo- 
ple to  purchase  Victory  Bonds  on  easy  payments,  the  company 
advancing  the  funds  for  them  to  do  so.  Such  a system  would 
necessarily  interfere  with  the  selling  of  preference  stock  to  the 
employees. 

Two  corporations  having  their  headquarters  in  the  United 
States,  but  operating  in  Canada,  the  International  Nickel 
Company,  and  the  International  Harvester  Company,  both 
have  elaborate  schemes  of  profit-sharing  in  operation,  the 
benefits  of  which  are  extended  to  their  employees  in  Canada. 
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In  view  of  the  details  already  given  of  the  system  of  the  Steel 
Company  of  Canada,  it  will  be  superfluous  to  give  these  two 
systems  in  full,  but  one  difference  must  be  marked.  In  the 
system  of  the  Steel  Company  of  Canada  there  is  no  provision 
made  with  regard  to  the  length  of  service  in  apportioning  the 
number  of  shares  an  employee  may  purchase,  the  basis  is  solely 
that  of  the  amount  of  salary  drawn.  In  the  other  two  schemes 
the  length  of  service  is  taken  into  account,  as,  for  instance, 
according  to  the  schedule  of  the  International  Nickel  Company, 
those  who  draw  salaries  not  over  $825  and  have  served  over 
five  years  with  the  company,  may  subscribe  for  two  shares  of 
the  common  stock ; if  they  have  served  for  less  than  five  years 
they  can  only  purchase  one  share.  The  scale  is  thus  carefully 
graduated  up  to  a maximum  of  10  shares  which  may  be  pur- 
chased by  an  employee  who  has  served  10  years  and  is  draw- 
ing a salary  of  over  $4033.34  a year. 

The  Ford  Profit-sharing  Plan,  Since  this  famous  auto- 
mobile manufacturing  company  operates  a plant  in  Ontario, 
and  the  so-called  profit-sharing  system  has  attracted  very  con- 
siderable attention  and  interest,  it  will  be  fitting  to  say  a little 
on  the  subject.  In  the  first  place  it  must  be  understood  that, 
in  the  rigid  acceptance  of  the  word,  the  Ford  plan  is  not  profit- 
sharing  but  an  attempt  to  secure  increased  efficiency  by  paying 
abnormally  high  wages  made  possible  through  extraordinary 
conditions  of  industry.  The  payments  made  to  the  men  are 
made  outright,  as  a part  of  the  regular  daily  wage;  they  are 
not  a stated  percentage  of  the  annual  profits,  nor  in  any  way 
dependent  upon  the  size  of  the  profits.  The  report,  already 
referred  to,  of  the  National  Civic  Federation  has  some  severe 
strictures  of  the  system.  “While  the  Ford  plan  may  be  an 
ideal  one  for  that  plant,  it  is  not  applicable  generally  through- 
out the  manufacturing  industry,  and  it  is  extremely  doubtful 
if  there  are  many  concerns  that  could  successfully  adopt  it. 
il  The  Ford  company  manufactures  and  sells  a finished  product 

I ready  for  delivery  to  the  consumer,  the  market  for  which  it  is 
Ej  able  to  create.  The  company  has  practically  no  rivals  in  its 
own  field  and  need  not  cut  prices  unless  it  sees  fit  to  do  so  for 
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the  sake  of  larger  sales  and  still  larger  gross  profits.  There- 
fore it  is  able  to  fix  its  own  wage  scales  without  reference  to 
the  conditions  faced  by  concerns  in  close  and  active  compe- 
tition.’^ ‘‘The  Ford  plan  is  founded  essentially  upon  an  extra- 
ordinary internal  business  condition  and  on  its  face  shows  its 
impracticability  of  application.  It  is  also  bad  economics  from 
the  point  of  view  of  the  business  community.” 

Other  Examples  in  Canada. 

We  have  now  recorded  most  of  the  profit-sharing  schemes, 
either  in  operation  or  defunct,  which  call  for  any  particular 
notice.  Besides  these,  there  are  quite  a number  of  firms  which 
have  profit-sharing  systems,  although  several  cannot  really  be 
called  more  than  the  granting  of  a bonus  at  the  discretion  of 
the  management,  such  not  being  strictly  profit-sharing. 
Among  such  are  The  Dunlop  Tire  Co.,  the  Wm.  Davies  Co., 
The  Western  Fuel  Co.  of  Nanaimo,  B.C.,  The  American  Bank 
Note  Co.,  Ottawa,  The  Lincoln  Paper  Mills  Co.  of  Merritton, 
Ont.,  The  Calgary  Street  Railway  Co.,  and  The  Frost  Wire 
Fence  Co.*  Several  of  the  chartered  banks  make  a practice  of 
giving  an  annual  bonus  to  their  staffs.  Messrs.  Strains, 
Ltd.,  opticians,  of  Winnipeg,  started  profit-sharing  among 
their  employees  in  January,  1917,  the  company  agreeing  “that 
after  paying  all  salaries  and  wages,  as  heretofore,  and  paying 
all  stockholders  eight  per  cent,  annually  on  the  book  value  of 
the  stock  of  Strains  Limited,  and  after  making  allowance  of 
two  per  cent,  for  reserve  fund,  and  deducting  a reasonable 
amount  for  depreciation  of  furniture,  fixtures  and  equipment, 

*The  following  appeared  in  the  Montreal  Star  of  January  17,  1918: 
Five  hundred  of  the  employees  of  the  Dominion  Bridge  Co.,  who  had  been 
receiving  a voluntary  bonus  for  the  past  two  years,  walked  out  on  strkie 
yesterday  afternoon,  when  the  announcement  was  made  by  the  company 
that  the  bonus  would  be  discontinued.  They  are  still  out  to-day. 

The  Vice-President  and  General  Manager  of  the  works  at  Lachine 
told  The  Star,  at  noon  to-day,  that  the  company  had  voluntarily  given 
the  bonus  for  certain  classes  of  work,  but  had  decided  to  discontinue  it 
as  from  the  14th,  because  the  results  were  not  satisfactory.  It  did  not 
apply  to  all  the  workmen,  but  only  to  certain  classes,  and  those  that 
were  affected  had  quit  work.  The  bonus  added  about  ten  per  cent,  to 
the  wages  of  the  men. 
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we  will  then  take  the  surplus  profit  and  divide  it  among  the 
employees,  in  proportion  to  their  yearly  wages  or  salaries.’’ 
The  Canadian  Copper  Company,  of  Copper  Cliff,  Ont.,  have 
had  a profit-sharing  system  in  operation  for  some  years.  In 
answer  to  an  enquiry  as  to  its  success,  the  President  of  the 
Company  says:  ‘The  scheme  has  been  entirely  satisfactory 

and  very  well  received  by  the  employees.  We  are,  however, 
contemplating  a change  for  this  year,  and  in  lieu  of  issuing 
stock  to  employees  we  propose  financing  them  in  buying  Vic- 
tory Bonds,  paying  for  them  on  the  instalment  plan  and  scat- 
tering the  payments  over  one  year.  We  will  charge  them  the 
same  rate  of  interest  that  they  receive  on  the  bonds.” 

A very  ambitious  scheme  was  announced  in  1910  by  the 
Wattsburg  Lumber  Co.  of  British  Columbia,  which  undertook 
not  only  to  issue  shares  to  employees,  of  w^hich  three-fourths 
had  been  paid  up,  but  also  to  build  cottages  and  grant  land  for 
the  work  people.  There  is  no  record  to  show  whether  this  suc- 
ceeded and  inquiries  have  failed  to  bring  any  further  news. 

This  completes  the  record,  so  far  as  research  has  been  able 
to  discover,  of  the  various  schemes  for  profit-sharing  and 
labour  co-partnership  in  Canada.  The  reasons  why  the  sys- 
tem has  not  been  more  successful  in  the  different  countries 
where  it  has  been  tried  have  already  been  sufficiently  explain- 
ed; but  perhaps  one  word  more  may  be  added  with  regard  to 
conditions  peculiar  to  Canada.  Trade  unionism  is  not,  as  yet, 
greatly  developed  in  Canada,  and  unionism  is  admittedly  the 
foe  of  profit-sharing,  but  other  causes,  quite  as  strong,  have 
prevented  profit-sharing  from  gaining  much  ground  in  the  Do- 
minion. Labour  is  very  fluid,  and  the  chances  of  a man  being 
able  to  better  himself  so  great  that  the  turn-over  in  the  labour 
force  is  exceptionally  high.  Wages  are  high,  and  the  chances 
of  an  ambitious  man  stepping  from  the  wage-earning  class  to 
the  employer  or  independent  class  are  very  good;  in  Canada 
the  old  saying  “once  a workman  always  a workman”  has  little 
or  no  force.  Finally,  the  opinion  of  Mr.  Aneurin  Williams  as 
to  the  reasons  for  the  slow  progress  of  profit-sharing  in  the 
United  States  may  well  be  quoted.^^  “The  material  development 


^^Co-partnership  and  Profit-sharing,  Chap,  vii,  p.  146. 
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of  the  country  has  been  too  rapid,  the  increase  in  the  produc- 
tion of  wealth  too  great,  and  the  openings  for  men  of  ability, 
even  without  capital,  too  tempting,  for  many  of  the  most 
active  minds  to  concern  themselves  much  with  the  improve- 
ments in  industrial  relations  and  the  system  of  sharing 
wealth.’' 

The  Self-Governing  Workshop. 

Turning  now  to  the  third  variation  of  purely  capitalistic 
production  we  find  there  has  always  been,  and  in  England  and 
Scotland  there  would  appear  at  the  present  time  increasingly 
to  be,  a connection  between  the  co-operative  movement  and 
socialistic  theories. 

‘‘The  first  definite  form  taken  by  the  aspiration  for  the 
democratic  control  of  industry,  as  soon  as  the  socialistic  idea 
emerges  out  of  the  stage  of  Utopian  Communism,  seems  always 
to  have  been  that  of  a voluntary  association  of  workmen  them- 
selves collectively  owning  the  instruments  of  production, 
jointly  directing  their  own  industry,  and  sharing  among  them- 
selves their  common  product.  Such  associations  appear  both 
to  avoid  many  of  the  difficulties  of  the  independent  individual 
producer,  and  to  offer  an  easy  and  logical  alternative  to  the 
capitalist  system.  At  one  stroke  the  co-operating  workers  are 
emancipated  from  their  subjection  to  an  employer,  and  are 
able  to  enjoy  the  whole  product  of  their  labour.” 

The  idea  of  a self-governing  workshop  is  a very  simple 
one,  and  at  first  sight  would  seem  of  easy  accomplishment.  A 
number  of  skilled  workers  determine  to  co-operate  together  in 
producing  a certain  commodity.  If  capital  is  needed  to  start 
the  business  they  club  together  and  raise  sufficient  to  start 
themselves  in  a small  way.  A set  of  rules  is  drawn  up  to  gov- 
ern their  procedure,  and  one  of  their  number  is  elected  as 
manager,  and  generally  two  or  three  more  of  themselves  as 
directors.  Work  is  started,  and  the  commodity  is  put  on  the 
market,  the  money  realized  from  the  sales  of  which  is  divided 
among  the  partners  according  to  their  contributions  to  the 


isThe  New  Statesman,  Feb.  14,  1914.  Special  Supplement  on  Co- 
operative Production  and  Profit-sharing. 
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capital  fund.  Generally  the  participants  agree  to  work  for 
very  small  wages,  in  order  to  get  the  best  possible  return  on 
their  capital.  The  theory  is  excellent,  but  unfortunately  the 
result  is  only  too  often,  indeed  it  may  even  be  said  inevitably, 
a failure.  The  reasons  for  this,  not  only  in  Canada  but  all  over 
the  world,  may  be  seen  when  a few  examples  of  this  form  of 
enterprise  are  studied. 

It  is  hard  to  say  with  complete  accuracy  the  number  of 
self-governing  workshops  that  have  been  instituted  at  differ- 
ent times  in  the  Dominion,  as  these  little  experiments  have 
been  tried  from  time  to  time,  and  in  different  localities,  and 
the  record  of  them  lost.  As  far  as  can  be  ascertained,  how- 
ever, the  following  examples  are  the  only  ones  of  which  any 
trace  can  be  found,  and  will  exhibit  many  of  the  characteristic 
features  which  have  marked  the  experiments  in  Europe. 

The  Knights  of  St.  Crispin.  This  powerful  but  short-lived 
union  among  shoemakers  flourished  between  1867  and  1877 
in  the  United  States,  and  spread  into  Canada.  Like  the  Grange 
it  spread  very  fast,  only  to  die  down  again  with  equal  rapidity. 
It  did  not  have  very  much  influence  in  Canada  ; the  number  of 
lodges  at  most  was  seventeen  in  1870,  located  in  St.  John,  New 
Brunswick,  Quebec,  Toronto,  Guelph,  Hamilton,  and  other 
towns.  ''Co-operation’'  was  one  of  its  leading  tenets,  and 
many  attempts  were  made,  both  in  consumers’  and  producers’ 
co-operation  to  carry  out  its  principles. 

In  Canada  the  only  attempt  was  at  St.  John,  where  in 
February,  1869,  fifteen  members  of  the  order  started  a co- 
operative shoemaking  factory.  In  six  months  they  had  150 
members,  had  hired  a factory,  and  put  in  machinery.  Stock 
was  issued  at  $50  a share,  and  was  sold  exclusively  to  members 
of  the  order.  A capital  of  $20,000  was  raised,  and  the  most 
up-to-date  machinery  installed.  Dealers  in  Boston  offered  to 
purchase  the  entire  output,  but  the  members  refused,  seeking 
to  enter  the  market  themselves.  The  factory  was  successful 
for  some  time,  but  as  the  Order  of  St.  Crispin  declined,  the 
enthusiasm  for  co-operative  methods  abated  also,  and  after 
various  vicissitudes,  the  factory  became  purely  capitalistic  in 
form. 
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The  Ontario  Co-operative  Stone-cutters'  Association,  of 
Welland,  was  formed  in  June,  1878,  for  the  purpose  of  taking 
contracts  in  masonry.  This  was  at  the  time  of  the  building  of 
the  Welland  Canal,  when  a great  deal  of  masonry  work  was 
being  done  in  the  district.  This  association  took  a contract  to 
build  a bridge  and  culvert  on  the  canal,  but  was  not  able  to 
carry  the  work  through.  The  usual  troubles  broke  out  soon 
after  operations  were  begun,  and  the  association  failed  be- 
cause, in  the  words  of  one  of  the  members,  ''everybody  wanted 
to  be  boss.'’ 

The  Toronto  Co-operative  Cigar  Manufacturing  Associa- 
tion was  started  in  January,  1879,  and  The  Toronto  Co-Opera- 
tive Union  Baking  and  Milling  Company  in  April,  1884,  but  of 
neither  of  these  ventures  can  any  trace  be  found,  although  it 
is  quite  certain  that  they  both  failed. 

In  1906  The  Berlin  Co-operative  Cigar  Co.  was  started  on 
profit-sharing  lines.  Seven  cigar  makers  invested  $200  each, 
all  working  together  in  the  factory,  and  receiving  the  union 
rate  of  wages.  Profits  were  divided  equally,  and  there  was 
one  silent  partner  in  the  company,  who  held  the  position  of 
foreman ; each  shareholder  had  one  vote.  Several  more  work- 
men were  employed  from  time  to  time,  and  worked  under 
union  rules  and  wages.  The  company  worked  along  with  very 
fair  success  for  some  time,  but  sold  out  in  1907,  owing  to  hard 
times. 

In  1913  The  Imperial  Bag-Holder  Co.  of  Lucknow,  Ont., 
was  started.  Ten  local  men  joined  their  small  capital  together, 
and  bought  the  rights  for.  manufacturing  a patent  bag-holder. 
Each  man  was  required  to  subscribe  a minimum  of  $100,  while 
$500  was  the  maximum  that  could  be  subscribed  by  any  one, 
in  shares  of  $100  each.  Four  directors  received  certain  fees, 
and  they  chose  one  of  themselves  as  manager,  who  received  a 
small  salary.  The  members  received  very  low  wages,  and 
participated  in  the  profits,  no  one  being  allowed  to  work  in 
the  shop  who  was  not  a subscriber. 

Most  unfortunately  the  scheme  was  not  a success  and 
after  running  for  a couple  of  years,  closed  down  in  the  spring 
of  1915.  The  reasons  for  the  failure  were  the  all  too  familiar 
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ones ; lack  of  experience  in  organizing  the  work  of  a factory, 
lack  of  capital,  and  perhaps  the  most  important  reason  of  all, 
lack  of  harmony  among  the  members.  For  a short  time  en- 
thusiasm and  belief  in  the  worth  of  the  article  being  turned 
out  kept  the  members  together,  but  soon  dissensions  arose, 
and  lack  of  confidence  in  the  manager  began  to  militate 
against  success.  The  original  manager  was  forced  to  resign, 
and  another  brought  in  from  outside  on  a salary  basis.  But 
he,  being  dependent  on  the  goodwill  of  the  men  under  his 
direction  for  his  position,  was  utterly  unable  to  enforce  dis- 
cipline, and  he  very  soon  resigned,  after  which  the  factory 
closed  down. 

The  Electric  Car  Manufacturing  Company  of  Tillsonburg 
was  formed  of  experienced  and  high-class  men  in  this  line 
who  were  employed  at  Picton,  and  became  dissatisfied  because 
the  company  they  were  working  for  would  not  let  them  buy 
stock  in  it.  A company  was  formed  in  Tillsonburg,  the  work- 
men keeping  the  control  of  the  business  in  their  own  hands 
and  working  in  the  shops  themselves.  Lack  of  adequate  capi- 
tal caused  the  failure  of  this  venture,  and  the  factory  closed 
down  on  the  outbreak  of  war  in  1914. 

In  March,  1915,  the  Co-operative  Builders,  Ltd.  was  regis- 
tered in  Regina,  Sask.,  as  a co-operative  company  for  the  pur- 
pose of  taking  contracts  on  a sharing  system.  It  was  organ- 
ized on  a permanent  basis,  being  capitalized  at  $20,000, 
divided  into  400  shares  at  $50  each.  The  board  of  manage- 
ment was  composed  of  twelve  directors  and  a secretary,  who 
received  a salary  as  Secretary-Manager.  The  Articles  of  As- 
sociation limited  the  voting  power  of  shareholders  and  direc- 
tors to  one  vote  for  each  share,  up  to  five  votes,  but  no 
shareholder  or  director  might  control  more  than  five  votes,  no 
matter  what  number  of  shares  he  might  own  or  control.  The 
profits  of  the  company  were  divided  as  an  annual  dividend 
under  the  provisions  of  the  Joint  Stock  Company  Act. 

The  Secretary-Manager  had  control  of  the  offices  of  the 
company,  doing  the  estimating  and  tendering,  but  on  each 
contract  secured  a foreman  was  appointed  who,  in  all  cases, 
was  a director  of  the  company.  The  company  also  bought  and 
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sold  coal,  wood  and  other  articles  which  may  be  purchased  in 
wholesale  lots.  The  Trades  Halls  in  Regina  and  Saskatoon 
were  co-operatively  built  and  are  controlled  by  the  trades 
unions. 

Such  is  the  rather  melancholy  story  of  the  various  at- 
tempts in  Canada  at  realizing  the  ideals  of  the  self-governing 
workshop.  It  would  appear  that  only  in  a very  few  and  rare 
cases  has  the  system  succeeded  in  any  country  or  at  any  time. 
France  is  the  only  country  which  shows  success  of  any  kind, 
and  there  are  only  a few  and  isolated  cases.  It  will  be  recalled 
that  it  was  the -co-operative  workshop  that  almost  broke  the 
hearts  of  that  noble  little  band  of  Christian  Socialists  that 
gathered  round  Maurice  and  Kingsley  sixty  years  ago  in 
England. 

The  reasons  for  failure  given  in  the  Neiv  Statesman  are 
identical  with  those  found  in  the  Canadian  experiments, — lack 
of  discipline,  lack  of  capital,  lack  of  knowledge  in  the  running 
of  a commercial  enterprise,  and  a lack  of  knowledge  of  the 
market  for  which  they  have  to  produce. 

The  conclusions  drawn  from  the  history  of  the  movement 
are  not  very  encouraging  for  future  experiments,  and  may  be 
quoted  in  the  words  of  the  authors  of  the  report: — 

“We  find  that  the  lesson  to  be  drawn  from  the  whole  ex- 
perience of  Associations  of  Producers  in  all  their  varieties,  in 
all  the  different  countries  in  which  they  have  been  tried,  is 
that  the  self-governing  workshop  with  all  its  derivatives, 
whatever  may  be  its  attractiveness  to  the  manual  worker,  does 
not  afford,  alone  and  by  itself,  in  mining  or  manufacturing 
industry,  a practicable  basis  of  organization.’" 


H.  Michell. 
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